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7UDQVSRUW5HVHDUFK$UHQD±(XURSH
$XGLWWRROIRU(IILFLHQW/RJLVWLFV3ROLF\
6WDQH%RåLþQLND7RPLVODY/HWQLNE0LWMDâWLJOLFF
D$VV3URI6PHWDQRYD0DULERU6ORYHQLD
E$VLVW6PHWDQRYD0DULERU6ORYHQLD
F$VLVW6PHWDQRYD0DULERU6ORYHQLD

$EVWUDFW
7KHSDSHULVSUHVHQWLQJDQHZDSSURDFKWRSROLF\PDNLQJLQWKHILHOGRIORJLVWLFVZKLFKKDVEHHQGHYHORSHGZLWKLQ
WKH&$67/(SURMHFW ,W JLYHV DQ H[DPSOH RI D SROLF\ WRRO IRU WKH DXGLWLQJRI ORJLVWLFV DQGPDWHULDOVPDQDJHPHQW
SURFHVVHV DQG SURFHGXUHV LQ VPDOO DQGPHGLXP HQWHUSULVHV 60(V LQWHQGHG WR SURYLGH FUXFLDO LQSXWV IRU SROLF\
PDNLQJ ,W SUHVHQWV WKH UHVXOWV RI LWV DSSOLFDWLRQ RQ D VDPSOH RI  60(V %DVHG RQ WKH QDWXUH RI WKH LGHQWLILHG
SUREOHPVLQWKHDXGLWHG60(VWKHSDSHUDUJXHVWKDWSROLF\QHHGVWRFRPELQHWKH³FODVVLF´WRSGRZQDSSURDFKZLWKD
ERWWRPXS FRPSRQHQW 7KH HVVHQFH RI WKH ERWWRPXS FRPSRQHQW LV WKH DXGLWLQJ RI SHUIRUPDQFH RI WKH ORJLVWLFV
V\VWHP DQG WKH NH\ VWDNHKROGHUVZKLFK V\VWHPDWLFDOO\ SURYLGHV LQSXWV IRU SROLF\PDNLQJ ,W JRHV RQ WR VXJJHVW D
FRPSUHKHQVLYHPRGHOIRUFRQWLQXRXVLPSURYHPHQWRIWKHORJLVWLFVV\VWHPRIDFRXQWU\RUUHJLRQLQWKHEURDGHVWVHQVH
DQGVXJJHVWVLQVWLWXWLRQDODQGRUJDQL]DWLRQDOVROXWLRQVWKDWFRXOGEHFDSDEOHRIGULYLQJWKLVSURFHVV

3XEOLVKHGE\(OVHYLHU/WG6HOHFWLRQDQGSHHUUHYLHZXQGHUUHVSRQVLELOLW\RI75$

.H\ZRUGV/RJLVWLFV/RJLVWLFVSROLF\/RJLVWLFVDXGLWWRRO/RJLVWLFVFRPSHWHQFHFHQWUH/RJLVWLFVIRUXP
,QWURGXFWLRQ
%RWKWKH&$67/(SURMHFWDQGWKLVSDSHUZHUHLQLWLDWHGEHFDXVHRIVLJQLILFDQWLVVXHVLQSROLF\PDNLQJ
DQGRQWKH60(RSHUDWLRQDOOHYHO5HVHDUFKXQGHUWDNHQLQWKH&25(/2*SURMHFWKDVVKRZQWKDW
YHU\ IHZ FRXQWULHV DQG UHJLRQV LQ WKH (8 KDYHZHOO GHILQHG ORJLVWLFV SROLFLHV$GGLWLRQDOO\ LPSRUWDQW

&RUUHVSRQGLQJDXWKRU7HOID[
(PDLODGGUHVVVWDQHER]LFQLN#XQLPEVL
,WVKRXOGEHQRWHGWKDWWKHUHLVDOVRDJHQHUDOODFNRIVFLHQWLILFZRUNLQWKHILHOGRIQDWLRQDODQGRUUHJLRQDOORJLVWLFVSROLFLHV
7KH WRSLFKDV EHHQ DGGUHVVHG E\$PRV  RQEHKDOI RI WKH:RUOG%DQN DQG VRPH JRYHUQPHQWV KDYH FRPPLVVLRQHG H[SHUW
VWXGLHVRQWKHPDWWHUPRVWQRWDEO\)LQODQG*U|KQ$QWRQL
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GLVFUHSDQFLHVEHWZHHQWKHDGRSWHGORJLVWLFVSROLF\PHDVXUHVDQGWKHDFWXDOORJLVWLFVQHHGVRIWKHDFWRUVLQ
WKH SULYDWH VHFWRU KDYH EHHQ LGHQWLILHG 7KH QHHGV RI LPSRUWDQW VWDNHKROGHUV VXFK DV ORJLVWLFV VHUYLFH
SURYLGHUVDQGFXVWRPHUVKDYHRIWHQQRWEHHQWDNHQLQWRFRQVLGHUDWLRQ$OVR&25(/2*LGHQWLILHG60(
ORJLVWLFVDVDSRWHQWLDOLQWHUYHQWLRQDUHDIRUSXEOLFSROLFLHVODUJHO\EHFDXVHRISRRUSHUIRUPDQFHDQGVORZ
XSWDNHRIQHZORJLVWLFVSUDFWLFHVLQ60(V
+LJKORJLVWLFV SHUIRUPDQFH LV DVVRFLDWHGZLWK HI¿FLHQW DQG UHOLDEOH RSHUDWLRQV ZKLFK LPSO\ JHQHUDO
FRVW HI¿FLHQF\ DQG KLJK SURGXFWLYLW\ )XUWKHUPRUH VKRUW F\FOH WLPHV DOORZ WKH ¿UP WR UHDFW UDSLGO\ WR
PDUNHWQHHGVUHVXOWLQJLQÀH[LELOLW\DQGLQFUHDVHGDELOLW\WRSURYLGHWLPHO\VROXWLRQV/DPEHUWHWDO
0RUDVK)XJDWHHWDO$OWKRXJKWKHVHOLQNDJHVKDYHQRW\HWEHHQVFLHQWLILFDOO\YDOLGDWHGIRU
WKHFDVHRI60(VUHVHDUFKHUVSRLQWWRWKHIDFWWKDWORJLVWLFVPLJKWMXVWEHVWDUWLQJWRJDLQPRUHDWWHQWLRQ
DPRQJ WKHP DQG DW OHDVW LQ WKH VKRUWWHUP LW PLJKW EH UHODWLYHO\ HDV\ IRU 60(V WR JDLQ FRPSHWLWLYH
DGYDQWDJH E\ IRFXVLQJ PRUH RQ ORJLVWLFV SHUIRUPDQFH 7|\OL HW DO  6FKPLW] DQG 3ODWWV 
+RZHYHU WKHUH LVHYLGHQFH WKDWD ODUJHSDUWRI60(VDUHVORZDQG LQHIIHFWLYH LQ WKH LPSOHPHQWDWLRQRI
,&7DQG FKDQJHV LQEXVLQHVVPRGHOV +DVKLP:LHVQHU DQG3RROH7KHLU ORZSHUIRUPDQFH
LPSOLHVKLJKHUFRVWVPRUHOLNHO\VXSSO\FKDLQGLVUXSWLRQVDQGPRUHZDVWH60(VW\SLFDOO\IDLOWRUHDOL]H
WKHLPSRUWDQFHDQGSRWHQWLDOEHQHILWVRIKLJKHUORJLVWLFVVWDQGDUGVDQGGRQRWLQYHVWHQRXJKLQWKLVILHOG
7KLVLVZK\WKHDFFHOHUDWLRQRIXSWDNHRISURYHQEHVWSUDFWLFHVLQORJLVWLFVDQGVXSSO\FKDLQPDQDJHPHQW
E\60(VLVQHFHVVDU\
7KHPDLQFRQWULEXWLRQRIWKLVSDSHUDQGWKH&$67/(SURMHFWLVWKDWWKH\VHWJXLGHOLQHVWRLPSURYHWKH
SROLF\PDNLQJSURFHVVDQGJLYHPRUHSULRULW\WRORJLVWLFVDVHFWRUWKDWKDVEHHQHVWLPDWHGWRUHSUHVHQWD
ZKRSSLQJRI*'3RQ DJOREDO VFDOH IRU \HDU  5RGULJXHV HW DO 7KHQRYHOW\RI WKH
DSSURDFKLVLQLGHQWLI\LQJORJLVWLFVLQHIILFLHQFLHVDWWKHFRPSDQ\OHYHOXVLQJDQDXGLWWRRODQGWDNLQJWKDW
DVDEDVLVIRUWKHGHYHORSPHQWRIFRUUHVSRQGLQJORJLVWLFVSROLF\PHDVXUHVRQWKHUHJLRQDORUQDWLRQDOOHYHO
7KLV LV QHHGHG VLQFH H[SHUWV DUH SRLQWLQJ RXW WKDW SROLF\ PDNHUV QHHG WR EHWWHU XQGHUVWDQG ORJLVWLFV
FRQFHSWVDQGSUREOHPVLQRUGHUWRGHWHUPLQHWKHULJKWSROLFLHV2(&'
/RJLVWLFVDXGLWPHWKRGRORJ\
7KH &$67/( ORJLVWLFV DXGLW WRRO /$7 ZDV FRQFHLYHG E\ SURMHFW SDUWQHUV VXSSRUWHG E\ ORJLVWLFV
H[SHUWV ,W DQDO\VHV ORJLVWLFV DQG PDWHULDO PDQDJHPHQW SURFHVVHV LQ PDQXIDFWXULQJ 60(V 7KHVH DUH
LQWHUQDODQGVXSSO\FKDLQSURFHVVHVDQGSURFHGXUHVUHODWHGWRFRUHORJLVWLFVDFWLYLWLHVDVRUGHUSURFHVVLQJ
LQYHQWRU\ PDQDJHPHQW ZDUHKRXVLQJ SDFNDJLQJ WUDQVSRUWDWLRQ HWF 7KH XQGHUO\LQJ PRGHO IRU WKH
&$67/( ORJLVWLFV DXGLW WRRO LV WKH *OREDO 0DWHULDOV 0DQDJHPHQW 2SHUDWLRQV *XLGH  /RJLVWLFV
(YDOXDWLRQ 002*/(PHWKRGRORJ\ 2'(77(002*/( LVDQDVVHVVPHQW WRRO WKDW HQDEOHV
DQ RUJDQL]DWLRQ WR FRQGXFW D FRPSUHKHQVLYH HYDOXDWLRQ RI LWV PDWHULDOV PDQDJHPHQW DQG ORJLVWLFV
FDSDELOLW\DQGSHUIRUPDQFH$VSUHDGVKHHWILOHKDVWREHILOOHGLQE\WKHHYDOXDWRUDQGEDVHGRQWKLVLQSXW
WKHSURJUDPPHDXWRPDWLFDOO\JHQHUDWHV UHVXOWVDQGRWKHURXWSXWV WKDWKHOS WKHHYDOXDWRUDQG WKHSHRSOH
LQYROYHGLQWKHDVVHVVPHQWSURFHVVWRFRPSUHKHQGWKHUHVXOWVDQGVHWRXWLPSURYHPHQWSODQV
7KH GLIIHUHQFH LQ DSSURDFKHV EHWZHHQ 002*/( DQG &$67/( LV WKDW &$67/( LV IRFXVHG RQ
GHILQLQJDQGURXQGLQJXSUHOHYDQWORJLVWLFVFULWHULDDSSOLFDEOHWR60(VLQRUGHUWRJHWDFOHDURYHUYLHZRI
WKHLUVWUHQJWKVDQGZHDNQHVVHV002*/(RQWKHRWKHUKDQGLVQRWFXVWRPL]HGWR60(V$QLPSRUWDQW
GLIIHUHQFHLVDOVRWKHDLPRIWKHWZRPHWKRGRORJLHV:KLOH002*/(LVPHDQWDVDVHOIDVVHVVPHQWRU
DXGLWWRRO&$67/(¶VPDLQDLPLVWRDQDO\VHORJLVWLFVSUREOHPVRQWKHLQGXVWU\OHYHO7KLVLQIRUPDWLRQLV

7KH&25(/2*VXUYH\RQ WKHGHYHORSPHQWRI ORJLVWLFV SROLFLHV ZZZFRUHORJHX FDUULHGRXWE\KLJKOHYHO(8H[SHUWV
DPRQJZKLFKSROLF\PDNHUVUHYHDOHGWKDWVHYHUDO(8UHJLRQVGRQRWKDYHDSSURSULDWHORJLVWLFVSROLFLHVRUVWUDWHJLHV)XUWKHUPRUH
LQFDVHVZKHUHORJLVWLFVVWUDWHJLHVDUHGHILQHGLPSOHPHQWDWLRQRIWKHDGRSWHGVWUDWHJLHVLVRIWHQZHDN
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WREHXVHGIRUSROLF\PDNLQJSXUSRVHV7KH&$67/(WRROFDQFOHDUO\DOVREHXVHGIRUVHOIDVVHVVPHQW
EXWLWZLOOQRWJUDGHWKHFRPSDQ\DV$%RU&VXSSOLHU+HQFHWKHFRPSDQ\ZLOOQRWJHWWKHVDPHW\SH
RIIHHGEDFNDVLWZRXOGE\XVLQJ002*/(
7KHPDLQORJLVWLFVWRSLFVHQFRPSDVVHGE\WKHWRRODUH
x /RJLVWLFVVWUDWHJ\DQGLPSURYHPHQW
x 6XSSO\FKDLQ
x :RUNIRUFHRUJDQLVDWLRQ
x ,QIRUPDWLRQV\VWHPV
x 3URFXUHPHQWSURFHVVDQDO\VLV
x 3URGXFWLRQSURFHVVDQDO\VLVDQG
x 'LVWULEXWLRQSURFHVVDQDO\VLV
7KHUH DUH DURXQG  FULWHULDVWDQGDUGV IRU HDFK ORJLVWLFV WRSLF (DFK FULWHULRQ LV QDPHG DQG EULHIO\
GHVFULEHG)RULQVWDQFHWKHFRPSDQ\LVDVNHGZKHWKHUFRVWFRQWURORYHUWUDQVSRUWDWLRQDQGGLVWULEXWLRQ
LQYHQWRU\ VWDII DGPLQLVWUDWLRQ LQFOXGLQJ V\VWHP VXSSRUW SDFNDJLQJ KDQGOLQJ DQG VWRUDJH LV HQDEOHG
DQGIROORZHGXSRQDPRQWKO\EDVLV7KH/$7JLYHVDUDQJHRIFKRLFHVWRDOORZFDSWXULQJWKHH[WHQWRI
FRPSOLDQFHZKLFKLVXVHIXOZKHQDQDO\VLQJDODUJHUQXPEHURIILOOHGRXWTXHVWLRQQDLUHV
x YHU\EDGVWDQGDUGLVQRWSUHVHQWQRWLPSOHPHQWHGQRWLQSODFH
x EDGVWDQGDUGLVMXVWSDUWLDOO\LPSOHPHQWHGEXWQRWZRUNLQJSURSHUO\
x DYHUDJHVWDQGDUGLVLPSOHPHQWHGDQGZRUNLQJSURSHUO\KRZHYHUIXUWKHULPSURYHPHQWVDUHDGYLVDEOH
x JRRGVWDQGDUGLVLPSOHPHQWHGDQGZRUNLQJZHOOZLWKVRPHSRVVLEOHLPSURYHPHQWV
x ZRUOGFODVVVWDQGDUGLVLPSOHPHQWHGDQGZRUNLQJSHUIHFWO\
7R JLYH DQ H[DPSOH IRU WKH SUHYLRXVO\ PHQWLRQHG VWDQGDUG WKH HYDOXDWRU PLJKW HVWDEOLVK WKDW WKH
FRPSDQ\SHUIHFWO\FRQWUROVDOOFRVWVDQGWKDWLWXVHVEHQFKPDUNLQJWRFRPSDUHLWVSHUIRUPDQFHWRLQGXVWU\
OHDGHUVDQGJLYHLWWKHKLJKHVWSRVVLEOHPDUNIRUWKLVFULWHULRQ
7KH/$7DGGLWLRQDOO\XVHVGLIIHUHQWZHLJKWVUDQJLQJIURPWRWRDVVHVVWKHOHYHORILPSRUWDQFHRID
VLQJOHFULWHULDVWDQGDUG7KHZHLJKWVKDYHEHHQGHWHUPLQHGE\DSDQHORIH[WHUQDOH[SHUWVIURP&$67/(
UHJLRQV ,Q D IXUWKHU VWHS WKH ZHLJKWV KDYH EHHQ XVHG WR GHILQH EHQFKPDUNV IRU WKH LQWHUSUHWDWLRQ RI
UHVXOWV%DVHGRQ WKDW D JDSEHWZHHQ H[SHFWHGSHUIRUPDQFH EHQFKPDUN DQG UHDO SHUIRUPDQFH VFRUH
FDQEHLGHQWLILHGZKLFKLVWKHEDVLVIRUGHILQLQJSULRULW\ILHOGVZKHUHSROLF\LQWHUYHQWLRQLVQHHGHG,QWKH
ILJXUHEHORZWKHUHVXOWVRIDJDSDQDO\VLVIRUWKHVXSSO\FKDLQWRSLFDUHJUDSKLFDOO\GLVSOD\HG

)LJXUH([DPSOHRIJDSDQDO\VLVFKDUWIRUWKH³6XSSO\&KDLQ´WRSLF
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7KHUDGDUFKDUWDERYHVKRZVWKHUHVXOWVIRUWKHVDPSOHRIFRPSDQLHVIRUWKH³VXSSO\FKDLQ´WRSLF$V
FDQEHVHHQ WKH WRSLF LVFRPSULVHGRIVWDQGDUGVHDFKGHILQHG LQ WKHTXHVWLRQQDLUHEXWQRWGLVSOD\HG
KHUH VLQFH WKLV LV DQ DQDO\WLFDO JUDSK IRU HYDOXDWRUV7KH UHG OLQH UHSUHVHQWV WKHEHQFKPDUN UHVXOWV WKDW
ZRXOGEHH[SHFWHGIURPD60(ZLWKZHOORUJDQL]HGORJLVWLFVDQGPDWHULDOPDQDJHPHQWSURFHVVHVSOHDVH
QRWHWKDWZRUOGFODVVSHUIRUPDQFHDOZD\VFRUUHVSRQGVWROHYHO7KHEOXHOLQHVKRZVWKHDYHUDJHUHVXOWV
IRUDOOWKHDXGLWHGFRPSDQLHV7KHWKUHHPRVWFULWLFDOZHDNQHVVHVDUH
x %DFNXSURXWLQHV
x ,QWHUQDWLRQDOLQIRUPDWLRQH[FKDQJHVWDQGDUGV
x &ROODERUDWLYH3ODQQLQJ)RUHFDVWLQJDQG5HSOHQLVKPHQW&3)5
7KHPDLQVWUHQJWKRIWKHDXGLWHGFRPSDQLHVDUH
x ,PSOHPHQWDWLRQDQGPDQDJHPHQWRIORJLVWLFVDJUHHPHQWVEHWZHHQVXSSOLHUDQGFXVWRPHU
x &RQVLGHUDWLRQRIORJLVWLFVDVSHFWVLQWKHGHYHORSPHQWRIQHZSURMHFWVSURGXFWV
)LQDOO\FRPSDQLHVFRPSOLHGZLWKWKHEHQFKPDUNLQ
x 2SHQERRNFRVWLQJ
x &XVWRPHUVDWLVIDFWLRQPHDVXUHPHQWDQG
x 6XSSOLHUPRQLWRULQJDQGDVVHVVPHQW
7KHPHWKRGV XVHG WR DQDO\VH WKH VDPSOH RI DXGLWV FDUULHG RXW LQ D FHUWDLQ UHJLRQ DUH HOHPHQWDU\
IRFXVLQJRQDYHUDJHYDOXHVPRGHVDQGEDVLFPHDVXUHVRIGLVWULEXWLRQRIUHVXOWV)LUVWO\WKLVLVEHFDXVH
WKHUHVXOWVRIWKHTXHVWLRQQDLUHVDUHTXDOLWDWLYHDQGQRWH[DFWWKH\RQO\SURYLGHRXWOLQHVRIWKHVLWXDWLRQ
LQFRPSDQLHV6HFRQGO\DQHOHPHQWDU\DSSURDFKZDVFKRVHQEHFDXVH WKH WRRODQG WKHUHVXOWVKDG WREH
PDGHDFFHVVLEOHWRDODUJHDQGGLYHUVHFRPPXQLW\ZLWKOLPLWHGVWDWLVWLFVEDFNJURXQG7KLVZDVWKHYLVLRQ
IURPWKHYHU\EHJLQQLQJRIWKHSURMHFW7KLUGO\WKHVDPSOHVRIFRPSDQLHVLQWKHUHJLRQVDUHUDWKHUVPDOO
SHU UHJLRQDQG LW LV WREHH[SHFWHG WKDW IXWXUHDXGLWVZLOOQRWH[FHHG WKLVVFRSHPDNLQJ WKHXVHRI
DGYDQFHG VWDWLVWLFDO DQDO\VLV LQVLJQLILFDQW ,QVWHDG RI RQO\ IRFXVLQJ RQ WKH ILOOHGRXW TXHVWLRQQDLUHV
HYDOXDWRUVKDYHIRXQGWKHFRQYHUVDWLRQVZLWKHPSOR\HHVRIWKHDXGLWHGFRPSDQLHVWREHDYHU\LPSRUWDQW
LQSXW 7KH LQIRUPDWLRQ DFTXLUHG WKURXJK LQIRUPDO GLVFXVVLRQV WULJJHUHG E\ TXHVWLRQV LQ WKH DXGLW WRRO
SURYHGWREHLQVWUXPHQWDOLQWKHLQWHUSUHWDWLRQRIUHVXOWVDQGJUDVSLQJRIFHUWDLQFRQWHPSRUDU\SUREOHPV
LQ60(ORJLVWLFV
$QDO\VLVDQGUHVXOWV
,QRUGHUWRWHVW WKHWRRODXGLWVKDYHEHHQSHUIRUPHGLQDOWRJHWKHU60(VDFWLYHLQWKHDXWRPRWLYH
DQGPHFKDQLFDOLQGXVWULHV LQ ILYH(8UHJLRQV:LHONRSROVNDUHJLRQ±3RODQG9DOHQFLDUHJLRQ±6SDLQ
(DVW 6ORYHQLD UHJLRQ ± 6ORYHQLD (PLOLD 5RPDJQD UHJLRQ ± ,WDO\ 6WXWWJDUW UHJLRQ ± *HUPDQ\ 7KH
DXWRPRWLYHPHFKDQLFDO LQGXVWU\ KDV EHHQ FKRVHQ IRU WKH SLORW EHFDXVH LW LV SUHVHQW LQ EDVLFDOO\ DOO (8
UHJLRQV DQG EHFDXVH LW LV FRPSOH[ DQG GHPDQGLQJ LQ WHUPV RI ORJLVWLFV DQG PDWHULDOV PDQDJHPHQW
SURFHVVHV7UDLQHGHYDOXDWRUVSHUIRUPHGORJLVWLFVDXGLWVLQWKHEHJLQQLQJRI7KHRYHUDOOUHVXOWVRI
WKHFDUULHGRXWDXGLWVKDYHSURYLGHGDFOHDUSLFWXUHRIWKHORJLVWLFVSHUIRUPDQFHRI60(VLQWKHFKRVHQ
UHJLRQV
,QWHUHVWLQJO\ WKHUH LV QR HYLGHQFH WKDW WKH ORJLVWLFV SHUIRUPDQFH RI FRPSDQLHV IURP HFRQRPLFDOO\
PRUH GHYHORSHG UHJLRQV HJ (PLOLD 5RPDJQD LV EHWWHU WKDQ WKH ORJLVWLFV SHUIRUPDQFH RI FRPSDQLHV
IURPOHVVGHYHORSHGRQHVHJ(DVWHUQ6ORYHQLD7KHGHFLVLYHSHUIRUPDQFHIDFWRUXQDPELJXRXVO\LVWKH
SRVLWLRQ DQG UROH RI WKH FRPSDQ\ LQ WKH VXSSO\ FKDLQ $GGLWLRQDOO\ LW LV FOHDU WKDW FRPSDQLHV ZLWK D
JUHDWHU VKDUH RI SURGXFWLRQ IRU WKH DXWRPRWLYH LQGXVWU\ DQG ORQJHU DXWRPRWLYH SURGXFWLRQ WUDGLWLRQ
SHUIRUPPXFKEHWWHU,QJHQHUDOWKHUHVXOWVRIWKHDXGLWVKDYHSRLQWHGWRQXPHURXVLVVXHVZKLFKFDQEH
JURXSHGLQWRIRXUW\SHVRIXQGHUO\LQJSUREOHPVSUHVHQWHGLQWDEOH
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7DEOH  ,VVXHV DQG SUREOHPV KDPSHULQJ ORJLVWLFV SHUIRUPDQFH LQ DXWRPRWLYH DQG PHFKDQLFDO
LQGXVWULHV¶60(V

0\RSLFORJLVWLFVPLQGVHW
x /RJLVWLFVH[FHOOHQFHLVQRWSHUFHLYHGDVDFRPSHWLWLYHDGYDQWDJHEXWDVDFXVWRPHUUHTXLUHPHQW
x /RJLVWLFVZRUNHUVDUHVRPHWLPHVLQDGHTXDWHO\WUDLQHG,QFHUWDLQFDVHVWUDLQLQJSURJUDPPHVKDYHQRWEHHQFDUULHGRXW
$EVHQFHRIHFRQRPLHVRIVFDOH
x 60(VH[SHULHQFHFRPSDUDWLYHO\KLJKORJLVWLFVFRVWVOLQNHGWRZDUHKRXVLQJDQGWUDQVSRUWSURFHVVHVGXHWRVPDOOTXDQWLWLHV
DQGWKHDEVHQFHRIHFRQRPLHVRIVFDOH
3UHYDOHQFHRIQRQIRUPDOL]HGRUXQGRFXPHQWHGSURFHVVHVDQGSURFHGXUHV
x $FWLRQSODQVLQFOXGLQJVSHFLILFDFWLYLWLHVUHVSRQVLELOLWLHVDQGWLPHVFKHGXOHVDUHQRWLPSOHPHQWHGLQSUDFWLFHDQGIROORZXS
LVQRWDVVXUHG
x 3RRUGHILQLWLRQRIUHVSRQVLELOLWLHVDQGODFNRIFRQWURORYHUSURFHVVHV
x %DFNXSURXWLQHVDUHVHOGRPGHILQHGDQGLQSODFH
x 2UGHULQJSURFHGXUHVDUHQRWGHILQHGRUVWDQGDUGL]HGIRUDOOW\SHVRIRUGHUV
x ,QERXQGWUDQVSRUWLVQRWIROORZHGSURSHUO\*RRGVUHFHSWLRQDOVRQHHGVLPSURYHPHQWHVSHFLDOO\DVIDUDVIRUPDOL]DWLRQRI
SURFHGXUHLVFRQFHUQHG
x ,QFLGHQWSUHYHQWLRQDQGVHFXULW\DFWLRQVDUHQRWIXOO\RSHUDWLRQDO
/RZOHYHORI,7HQGRZPHQWDQGFRPSHWHQFHV
x /RZVWRFNWXUQRYHUUDWHVDQGREVROHWHLQYHQWRU\SUREOHPV
x 3URGXFWLRQSODQQLQJDQGFDSDFLW\SODQQLQJKDYHEHHQHYDOXDWHGDVXQGHUSHUIRUPLQJ
x 0DQ\DXGLWHGFRPSDQLHVKDYHSUREOHPVZLWKSDFNDJLQJDOORFDWLRQ
x $GYDQFHG6KLSSLQJ1RWLFHV$61DUHQRWZLGHO\XVHG
x 3UREOHPVLQHIIHFWLYHO\XVLQJ(53V\VWHPV
x /DFNNQRZOHGJHDERXW(',,WLVRQO\NQRZQDQGXVHGLIFXVWRPHUVUHTXLUHLW
x 053WRROVDUHVWLOOQRWXVHGRUHYHQNQRZQ
6RXUFH5HVXOWVRIWKH/RJLVWLFV$XGLWVXUYH\DPRQJ60(VRIWKH&$67/(SURMHFW
$VFDQEHVHHQPDQ\LPSRUWDQWSUREOHPVKDYHEHHQLGHQWLILHG2QHRIWKHXQGHUO\LQJFDXVHVIRUWKH
EDG RU PHGLRFUH SHUIRUPDQFH LV WKDW PRVW 60(V GRQ¶W SHUFHLYH ORJLVWLFV H[FHOOHQFH DV D SRVVLEOH
FRPSHWLWLYHDGYDQWDJHEXWDVDFXVWRPHUUHTXLUHPHQW+HQFHDVDUXOHFRPSDQLHVLQYHVW LQORJLVWLFVLI
WKHLUFXVWRPHUVUHTXLUHLW7KHUHVXOWRIWKLVSKLORVRSK\LVWKDWSURFHVVHVDQGSURFHGXUHVRIVXSSOLHUVDUH
PXFKEHWWHURUJDQL]HGLQVDOHVDQGGLVWULEXWLRQWKDQLQSURFXUHPHQWDQGSURGXFWLRQ7KLVLVDOVRERUQHRXW
E\WKHUHVXOWVRIWKHVXUYH\
7KH DXGLWV KDYH VKRZQ WKDW ORJLVWLFV DJUHHPHQWV ZLWK FXVWRPHUV DUH WKH FRUQHUVWRQH RI DXWRPRWLYH
VXSSOLHUV¶ORJLVWLFVDFWLYLWLHV&RPSDQLHVZLOOHQGHDYRXUWRIXOILOWKHLUORJLVWLFVDJUHHPHQWVEHFDXVHWKH\
IHDUWKHFRQVHTXHQFHVRIOHWWLQJWKHLUFXVWRPHUVGRZQ,QRUGHUWRFRPSO\VXSSOLHUVVRPHWLPHVQHHGWR
JR WKURXJKDOO VRUWVRISUREOHPV WKDWDUH ODUJHO\FDXVHGE\ LQHIILFLHQWRUJDQL]DWLRQDQGPDQDJHPHQWRI
SURFXUHPHQWDQGSURGXFWLRQEXWDOVRVDOHVDQGGLVWULEXWLRQ
&RQWLQXRXVORJLVWLFVSROLF\LPSURYHPHQW
7KHIDFWWKDWPRVWRIWKHLGHQWLILHGSUREOHPVDUHPRUHRUOHVVLQWHUQDOPDWWHUVRIWKHDXGLWHGFRPSDQLHV
RUPDWWHUVRIWKHLUEXVLQHVVUHODWLRQVKLSVZLWKVXSSOLHUVDQGFXVWRPHUVPLJKWOHDGWRWKHFRQFOXVLRQWKDW
WKHLUPLWLJDWLRQVKRXOGEHOHIWWREXVLQHVVRUWRWKHPDUNHWPHFKDQLVPV$QDGGLWLRQDODUJXPHQWIRUWKDW
ZRXOGEHWKDWWKHSUREOHPVDUHWRRYDULHGDQGFRPSOH[WKDWSROLF\FRXOGHIIHFWLYHO\GRPXFKDERXWWKHP
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:H DJUHH WKDW D FODVVLFDO DSSURDFK XVLQJ ILQDQFLDO DQG WD[ LQFHQWLYHV RU HYHQ UHJXODWLRQV ZRXOG QRW
QHFHVVDULO\ KDYH D VLJQLILFDQW LPSDFW RQ WKH VLWXDWLRQ 7KLV LV SUHFLVHO\ ZK\ ZH VXJJHVW D GLIIHUHQW
DSSURDFKWRWKHSUREOHPEDVHGRQWKHHVWDEOLVKPHQWRIDQHZSXEOLFSULYDWHERG\WKDWZHFDOOD/RJLVWLFV
&RPSHWHQFH&HQWUH7KLVLVDOVRWKHERG\WKDWZRXOGEHLQFKDUJHRISHUIRUPLQJSHULRGLFDXGLWVXVLQJWKH
SUHVHQWHGWRRO
2XULGHDLVWRFRPELQHVHYHUDODOUHDG\NQRZQORJLVWLFVLQVWUXPHQWVDQGLQVWLWXWLRQVLQRUGHUWRSURYLGH
DQLQVWLWXWLRQDOIUDPHZRUNWKDWZRXOGEHFDSDEOHRIDGGUHVVLQJWKHLGHQWLILHGSUREOHPVLQGLIIHUHQWZD\V
7KHGULYHU RI WKH IUDPHZRUN LV WKH VR FDOOHG/RJLVWLFV&RPSHWHQFH&HQWUH /R&&ZKLFKKDV DOUHDG\
EHHQHVWDEOLVKHGLQFHUWDLQ(8UHJLRQVPRVWQRWDEO\LQ(PLOLD5RPDJQD,7:LHONRSROVNDUHJLRQ3/
DQG WKH 6WXWWJDUW UHJLRQ '( ³$ /RJLVWLF &RPSHWHQFH &HQWUH LV D QHWZRUNRULHQWHG SURPRWHU RI WKH
HFRQRPLF GHYHORSPHQW IRU ORJLVWLFV DW UHJLRQDO OHYHO ,W ZRUNV WRJHWKHU ZLWK RWKHU ,QVWLWXWLRQV IRU
HFRQRPLF GHYHORSPHQW DOORZLQJ DQ LQQRYDWLYH V\VWHPRI FRRSHUDWLRQ DQG FRRUGLQDWLRQEHWZHHQ SXEOLF
DQGSULYDWHERGLHV 62125$´$FFRUGLQJ WR WKHH[SHULHQFHRI WKHUHJLRQV WKDWKDYHHVWDEOLVKHG
/R&&VWKHVHFDQEHYHU\HIIHFWLYHLQ
x SURYLGLQJWUDQVIHURIORJLVWLFVDQGRSHUDWLRQVPDQDJHPHQWNQRZOHGJH
x RUJDQL]LQJOHFWXUHVZRUNVKRSVDQGWUDLQLQJFRXUVHV
x LQWHUPHGLDWLQJEHWZHHQJURXSVRIFRPSDQLHVDQG
x SURYLGLQJORJLVWLFVFRQVXOWLQJIRUFRPSDQLHVDQGRWKHUVXEMHFWV

2XUVXJJHVWLRQLVWRSXWWKH/RJLVWLFV&RPSHWHQFH&HQWUHLQFKDUJHRIDFRQWLQXRXVSURFHVVZKLFKLV
VKRZQLQWKHILJXUHEHORZ

)LJXUH&RQWLQXRXVSROLF\LPSURYHPHQWSURFHVV

7KHF\FOHVWDUWVZLWKDVXUYH\RIFRPSDQLHVXVLQJ WKH&$67/(ORJLVWLFVDXGLW WRRO SOHDVHQRWH WKDW
ZLWKWLPHWKHWRROVKRXOGDOVREHVXEMHFWWRPRGLILFDWLRQV7KHUHVXOWVRIWKHDXGLWVDUHXVHGDVDQLQSXW
IRUWKHORJLVWLFVIRUXPZKLFKVKRXOGSUREDEO\WDNHSODFHRQD\HDUO\RUWZR\HDUEDVLV

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$ORJLVWLFVIRUXPLVWKHPHHWLQJSRLQWRIDOOWKHPRVWLPSRUWDQWORJLVWLFVVWDNHKROGHUVDWWKHUHJLRQDORU
QDWLRQDO OHYHO ,W VHUYHV DV D SODWIRUP WR H[FKDQJH LQIRUPDWLRQ QHHGV DQG SRVVLELOLWLHV RI LPSURYLQJ
ORJLVWLFVSHUIRUPDQFHDWDOOOHYHOV7KHPDLQDGYDQWDJHVRIWKHIRUXPDUH
x LQIRUPDWLRQVKDULQJDPRQJLQYROYHGVWDNHKROGHUVDQGUDLVLQJRISROLWLFDOFRQVHQVXV
x GHYHORSPHQWRIVRXQGORJLVWLFVLQLWLDWLYHV
x LPSOHPHQWDWLRQRIPRQLWRULQJV\VWHPV
x FROOHFWLQJRIQHHGVDQGSURMHFWLGHDVDQGPDWFKLQJRISXEOLFILQDQFLQJWRFRPSDQLHV¶QHHGVHWF

6WDNHKROGHUV DW WKH ORJLVWLFV IRUXP DUHPDGH IDPLOLDUZLWK WKH FUXFLDO LGHQWLILHG SUREOHPV DQG GUDIW
PHDVXUHVDUHSUHSDUHGIRUGHEDWH7KHNH\VWDNHKROGHUVWKDWGHFLGHRQWKHUHFRPPHQGDWLRQVDUHFRPSDQ\
UHSUHVHQWDWLYHV DFDGHPLD DQG 5	' VSKHUH UHSUHVHQWDWLYHV DQG UHJLRQDO RU QDWLRQDO DXWKRULWLHV¶
UHSUHVHQWDWLYHV%RGLHVOLNHFOXVWHUVFKDPEHUVRIFRPPHUFHGLIIHUHQWDVVRFLDWLRQVWHFKQRORJ\SODWIRUPV
DJHQFLHV HWF VKRXOGDOVREHDFWLYHO\ LQYROYHGDV LPSRUWDQW VWDNHKROGHUDW WKH ORJLVWLFV IRUXPDQGDOVR
ODWHULQWKHLPSOHPHQWDWLRQRIWKHSURSRVHGPHDVXUHV
7KHSURFHVVLVVWHHUHGE\WKHVWDIIRIWKHORJLVWLFVFRPSHWHQFHFHQWUHDQGWKHFKDLUPDQRIWKHIRUXP
ZKRLVHOHFWHGE\WKHVWDNHKROGHUV7KHIRUXPDGRSWVSROLF\UHFRPPHQGDWLRQVDQGFRPPXQLFDWHVWKHVH
UHFRPPHQGDWLRQV WR DOO UHOHYDQW LQVWLWXWLRQV HVSHFLDOO\ UHJLRQDO DQG QDWLRQDO DXWKRULWLHV (YHQWXDOO\
FHUWDLQPHDVXUHVZLOOEHLPSOHPHQWHGDQGZLOOKHOSFRPSDQLHV7KHFLUFXODUIORZLVFORVHGZLWKIHHGEDFN
FROOHFWLRQ UHJDUGLQJ WKH DGRSWHGPHDVXUHV IURPFRPSDQLHV DQG WKHQ WKHQH[W URXQGRI ORJLVWLFV DXGLWV
IROORZV
/RJLVWLFVFRPSHWHQFHFHQWUHV
,QRUGHUWRHQVXUHWKDWWKHV\VWHPIXQFWLRQVZHOOLWLVFUXFLDOWRGHILQHWKHPDLQFKDUDFWHULVWLFVRIWKH
/R&& DQG RXWOLQH WKHPDLQ WDVNV 7KH FRUH IXQFWLRQ RI WKH /R&& LQ WKH IUDPHZRUN LV WR VHUYH DV DQ
LQLWLDWRU DQGSURPRWHU RI FRPPXQLFDWLRQ DQG FRRUGLQDWLRQ DERXW WKHPRVW SUHVVLQJ ORJLVWLFV LVVXHV%\
XVLQJ ORJLVWLFV DXGLW WRROV DQG SHUIRUPLQJ RWKHU DQDO\VHV DERXW WKH ORJLVWLFV HQYLURQPHQW WKH /R&&
SUHSDUHV LQSXWV IRU WKH ORJLVWLFV IRUXP%DVHGRQ WKHFRQFOXVLRQVDQG UHFRPPHQGDWLRQVRI WKH ORJLVWLFV
IRUXP WKH/R&&SUHSDUHVSROLF\ LQSXWV IRUYDULRXVVWDNHKROGHUVVXFKDVJRYHUQPHQWDOERGLHV LQWHUHVW
RUJDQL]DWLRQDQGFRPSDQLHV7KHVHVHUYHDVDEDVLVIRUWKHIRUPDWLRQRIIXWXUHSROLFLHVDQGVWUDWHJLHV7KH
/R&&PD\VXSSRUWVWDNHKROGHUVLQWKHDGRSWLRQRIORJLVWLFVUHODWHGGRFXPHQWVDQGOHJLVODWLRQDQGOREE\
LQ RUGHU WR DVVXUH LPSOHPHQWDWLRQ RI WKHPRVW LPSRUWDQW GHYHORSPHQW SURJUDPPHV DQG SURMHFWV LQ WKH
ILHOGRIORJLVWLFV,WFRQWLQXRXVO\FROOHFWVLQSXWVDQGIHHGEDFNIURPWKHVWDNHKROGHUVDQGHYHQWXDOO\VWDUWV
ZLWKDQRWKHUURXQGRIDXGLWVDQGDQDO\VHVRIWKHORJLVWLFVVLWXDWLRQDOVRDVVHVVLQJLWVRZQVXFFHVVLQWKH
DGYDQFHPHQWRIORJLVWLFV
$SDUW IURP WKH FRUH IXQFWLRQV D /R&&PD\ DOVR SHUIRUP RWKHU IXQFWLRQV ZKLFKZLOO GHSHQG XSRQ
UHJLRQDOQHHGVDQGSUHIHUHQFHVEXWZLOOSUREDEO\LQFOXGH
x WUDQVIHURIORJLVWLFVDQGRSHUDWLRQVPDQDJHPHQWNQRZOHGJH
x EHVWSUDFWLFHWUDQVIHU
x PLWLJDWLRQRIZLGHVSUHDGSUREOHPVZLWKORJLVWLFVSURFHVVHV,7HWF
x LQWHUPHGLDWLRQEHWZHHQJURXSVRIFRPSDQLHVDQGELJJHUFXVWRPHUVSURYLGHUV
x RUJDQL]DWLRQRIOHFWXUHVZRUNVKRSVDQGWUDLQLQJFRXUVHV
x SURPRWLRQRIFROODERUDWLRQDQGFRRUGLQDWLRQDPRQJFRPSDQLHV
7KHH[LVWLQJ/R&&VDUHPDLQO\HQJDJHGLQPRUHJHQHUDOORJLVWLFVDQGWUDQVSRUWWRSLFVFRQQHFWHGZLWK
IUHLJKWWUDQVSRUWLQGLIIHUHQWPRGDOLWLHV:HEHOLHYHWKDW/R&&VVKRXOGDOVRSURYLGHFRQVXOWDQF\VHUYLFHV
,WLVDOPRVWQHHGOHVWRSRLQWRXWWKDWHVSHFLDOO\60(VFDQKDUGO\DIIRUGWRSURFXUHORJLVWLFVFRQVXOWDQF\
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VHUYLFHV+RZHYHUWKH\FOHDUO\DUHPRUHLQQHHGRIWKHPWKDQODUJHUFRPSDQLHVVLQFHWKH\UXQORJLVWLFV
SURFHVVHVZLWKIHZHUVSHFLDOL]HGHPSOR\HHVLQYROYHGLQORJLVWLFVPDQDJHPHQWDQGKDYHOHVVNQRZOHGJH
$QVZHUVWRIUHTXHQWO\DVNHGTXHVWLRQVDQGW\SLFDOEXVLQHVVSUREOHPVFRXOGEHPDGHDYDLODEOHRQOLQH
7KH VHUYLFH FRXOG EH VSRQVRUHG E\ SURYLGHUV RI ,7 ORJLVWLFV HTXLSPHQW ZDUHKRXVH EXLOGHUV ORJLVWLFV
SURYLGHUV HWF &RPSDQLHV VKRXOG FRYHU DW OHDVW D SDUW RI WKH FRVWV RI WKHVH VHUYLFHV HLWKHU WKURXJK
PHPEHUVKLSVRUE\SD\LQJIRUVLQJOHVHUYLFHV
7KHHIIHFWLYHQHVVRI LWV IXQFWLRQLQJDQG WKH UHVXOWVRID/R&&ZLOO ODUJHO\GHSHQGRQ WKH VNLOOVDQG
NQRZOHGJH RI LWV HPSOR\HHV EXW DOVR RQ WKH ZLOOLQJQHVV RI VWDNHKROGHUV WR SDUWLFLSDWH 7KH ILQDQFLQJ
PRGHO DVZHOO DV HPSOR\HHPRWLYDWLRQ LV FUXFLDO LQ WKLV UHVSHFW VLQFH DSDVVLYH/RJLVWLFV&RQVXOWDWLRQ
&HQWUHZLWKOLWWOHLQWHUIHUHQFHZLWKFRPSDQLHVZLOOGHOLYHUYHU\OLWWOHRUQREHQHILWV,QWKHORQJUXQ WKH
&HQWUHVKRXOGEHPDLQO\GULYHQE\EXVLQHVV
2XU YLVLRQ LV WKDW D VPDOO VXSSRUWFRQVXOWDWLRQ FHQWUH ZRXOG EH HVWDEOLVKHG DV D SXEOLF RU SXEOLF
SULYDWHLQLWLDWLYH,QWKHILUVWVWHSVXFKDFHQWUHZRXOGEHILQDQFHGWKURXJKSXEOLFIXQGVEXWWKHILQDODLP
VKRXOGEHWREHFRPHVHOIVXVWDLQDEOH,PSRUWDQWO\WKH&HQWUHVKRXOGHPSOR\IHZEXWKLJKO\VSHFLDOL]HG
H[SHUWVLQORJLVWLFVZLWKDPSOHLQGXVWU\H[SHULHQFH,WVKRXOGDOVREXLOGXSDQHWZRUNRIH[SHUWVLQVSHFLDO
WRSLFV VXFK DV ,7 IRU ORJLVWLFV ORJLVWLFV HTXLSPHQW SURGXFWLRQ SODQQLQJ RSWLPLVDWLRQ RI ORJLVWLFV
SURFHVVHVHWF,QFDVHDUHJLRQRUFRXQWU\KDVDV\VWHPRIZHOOIXQFWLRQLQJSXEOLFERGLHVDQGWKHVHERGLHV
KDYHVWURQJWLHVZLWKWKHSULYDWHVHFWRUWKHQLWFRXOGEHSUDFWLFDOWRLQFRUSRUDWHIXQFWLRQVVXFKDVORJLVWLFV
FRQVXOWLQJ WUDLQLQJ DV ZHOO DV PRUH JHQHUDO RQHV RI IRVWHULQJ FRPPXQLFDWLRQ FRRUGLQDWLRQ DQG
FRRSHUDWLRQLQWKHVSHFLDOLVHGGHSDUWPHQWVRIWKHVHERGLHV7KHPRVWDSSURSULDWHERGLHVWKDWFRXOGWDNH
RYHUFHUWDLQIXQFWLRQVDUHFOXVWHUVFKDPEHUVRIFRPPHUFHDVVRFLDWLRQVWHFKQRORJ\SODWIRUPVDJHQFLHV
HWF
5HFRPPHQGDWLRQVIRUVXSSRUWLYHDFWLRQV
,QRUGHUWRJLYHDQLGHDDERXWZKDWNLQGRIUHFRPPHQGDWLRQFRXOGEHJLYHQE\WKHORJLVWLFVIRUXPRU
/R&&ZHDUHKLJKOLJKWLQJDIHZUHOHYDQWWRSLFVDQGDSSURDFKHVWRVXSSRUWWKHGHYHORSPHQWRIORJLVWLFV
SURFHVVHVLQFRPSDQLHVWKDWFRXOGDGGUHVVWKHPRVWSUHVVLQJSUREOHPVZKLFKKDYHEHHQLGHQWLILHGLQWKH
DXGLWV0RVWRIWKHVHPHDVXUHVFRXOGEHLPSOHPHQWHGWKURXJKWKHIUDPHZRUNZKLFKKDVEHHQSUHYLRXVO\
GHVFULEHG

x /RJLVWLFVFROODERUDWLRQ	FRRUGLQDWLRQ

,QUHFHQW\HDUVWKHUHKDYHEHHQDWWHPSWVWRIRVWHUFROODERUDWLRQEHWZHHQFRPSDQLHVWRDOORZWKHPWR
VKDUHFRVWVHVSHFLDOO\ LQ WKHILHOGRIWUDQVSRUWRUGHULQJDQGZDUHKRXVLQJ7ZRH[DPSOHRIVXFKSURMHFW
DUH.$66(776  DQG&25(/2* %\ FROODERUDWLQJ DQG FRRUGLQDWLQJ WKHLU DFWLYLWLHVZLWK
WKHKHOSRI ,&7FRPSDQLHVFDQDFKLHYHHFRQRPLHVRI VFDOHZKLFK LVQRUPDOO\SRVVLEOHRQO\ IRU ODUJHU
HQWHUSULVHV

x 6WDQGDUGLVDWLRQDQG,QIRUPDWLVDWLRQ

7KH SLORW DXGLWV VKRZHG WKDW PDQ\ RI WKH DXGLWHG FRPSDQLHV DUH QRW ZHOO LQIRUPHG DERXW WKH
SRVVLELOLWLHV DGYDQWDJHV DQG PRGH RI XVH RI LQIRUPDWLRQ H[FKDQJH VWDQGDUGV DQG WKDW WKH\ ZRXOG EH
LQWHUHVWHGWRLPSOHPHQWWKHPIRUDUHDVRQDEOHSULFH;0/DQG(',VWDQGDUGVUHGXFHFRVWVE\IDFLOLWDWLQJ
LQIRUPDWLRQ IORZV ,QIRUPDWLRQ H[FKDQJH VWDQGDUGV LPSOHPHQWDWLRQ FDQ EH VXEMHFW RI ILQDQFLDO RU WD[
LQFHQWLYHV E\ SXEOLF DGPLQLVWUDWLRQ +RZHYHU ZH EHOLHYH WKDW LW LV HYHQ PRUH LPSRUWDQW WR ODXQFK D
FDPSDLJQ WKDW ZRXOG SURPRWH LQIRUPDWLRQ H[FKDQJH VWDQGDUGV DQG SURYLGH YDOXDEOH LQIRUPDWLRQ WR
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LQWHUHVWHG FRPSDQLHV $ JRRG H[DPSOH LV WKH $XWRJUDWLRQ SURMHFW  FUHDWHG E\ WKH (XURSHDQ
&RPPLVVLRQ VXSSRUWHGE\PDMRURUJDQLVDWLRQVRI WKH DXWRPRWLYH LQGXVWU\ZKLFK DLPV WR LPSURYH WKH
LQWHJUDWLRQRIDXWRPRWLYHFRPSDQLHVSDUWLFXODUO\60(VLQWKHVHFWRU¶VGLJLWDOVXSSO\FKDLQV

x 'HYHORSPHQWRI60(ORJLVWLFVVROXWLRQVDQGWRROV

0DQ\60(VFDQQRWDIIRUGVWDQGDUGVROXWLRQVDQGWRROVIRUORJLVWLFVSURFHVVHV&HUWDLQ,7YHQGRUVKDYH
DOUHDG\LGHQWLILHGWKLVQLFKHDQGDUHRIIHULQJOLJKWVROXWLRQVWKDWFDQEHSURFXUHGDVDVHUYLFHVRIWZDUHDV
D VHUYLFHZLWKRXW WKHQHHG WR LQYHVW LQ HTXLSPHQW DQGSURFXUHPHQWRI ORQJWHUP OLFHQFHV IRU VRIWZDUH
SURGXFWVOLNH(53V,WLVLPSRUWDQWWRJLYHPRUHYLVLELOLW\WRYHQGRUVWKDWKDYHGHYHORSHG,7VROXWLRQVIRU
60(V ZKLOH DVVXULQJ WUDQVSDUHQF\ RI SULFHV DQG FRPSHWLWLRQ $ GLDORJXH VKRXOG EH IRVWHUHG DPRQJ
VWDNHKROGHUVEXWHVSHFLDOO\60(VDQG,7GHYHORSHUVRQWKHVSHFLILFQHHGVIRU,7VROXWLRQV,WZRXOGEH
DGYLVDEOHWRILQDQFHRUFRILQDQFHUHVHDUFKDQGGHYHORSPHQWSURMHFWVDLPLQJDWGHYHORSLQJQHZVROXWLRQV
DQGWRROVIRU60(VEHFDXVHWKH\FRQWULEXWHWRWKHHIILFLHQF\RIORJLVWLFVSURFHVVHV

x /RJLVWLFVHGXFDWLRQ

,Q RUGHU WR DVVXUH WKDW VWXG\ SURJUDPPHV DQG FRXUVHV LQ ORJLVWLFV VXSSO\ FKDLQ PDQDJHPHQW DQG
RSHUDWLRQV PDQDJHPHQW ZLOO EH LQ OLQH ZLWK LQGXVWU\ QHHGV WKH DFWLYH FROODERUDWLRQ RI SURIHVVLRQDOV
ZRUNLQJ LQ WKH UHDO VHFWRU LV QHHGHG ZKHQ GHVLJQLQJ FXUULFXOD 3XEOLF DGPLQLVWUDWLRQ VKRXOG IRVWHU D
GHEDWHEHWZHHQDOOWKHUHOHYDQWVWDNHKROGHUVDERXWWKLVWRSLF6XFKDGHEDWHFRXOGEHOHDGLQWKHIUDPHRI
DORJLVWLFVIRUXP

x /RJLVWLFVWUDLQLQJ

7RVROYHWKHSUREOHPRILQDFFXUDWHO\WUDLQHGORJLVWLFVZRUNHUVZHSURSRVHWKHRUJDQL]DWLRQRIORJLVWLFV
WUDLQLQJ SURJUDPPHV DFFRUGLQJ WR WKH LGHQWLILHG QHHGV LQ WKH UHDO VHFWRU $ JRRG H[DPSOH RI VXFK D
WUDLQLQJ SURJUDPPH LV WKH (/$ -XQLRU /HYHO /RJLVWLFV 3URJUDP ZKLFK KDV EHHQ RIIHUHG LQ&DULQWKLD
$XVWULD

x %HVWSUDFWLFHWUDQVIHU

%HVW SUDFWLFH WUDQVIHU LV RQH RI WKH PRVW RSWLPDO GHYHORSPHQW VWUDWHJLHV 7KH LGHD LV WR ORRN IRU
UHOHYDQWEXVLQHVVSUDFWLFHVLQPRUHDGYDQFHGFRPSDQLHVRUUHJLRQVDQGDGDSWWKHPWRWKHDFWXDOEXVLQHVV
QHHGV RI WKH WDUJHW FRPSDQLHV DQG LPSOHPHQW WKHP $ EHVW SUDFWLFH WUDQVIHU SURJUDPPH DLPV WR
VWUHQJWKHQWKLVSURFHVVE\VXSSO\LQJLQWHUHVWHGFRPSDQLHVZLWKDVHOHFWLRQRIEHVWSUDFWLFHVLQWKHFKRVHQ
ILHOGV
&RQFOXVLRQV
7KHSLORWORJLVWLFVDXGLWVKDYHSRLQWHGWRDP\ULDGRIGLIIHUHQWORJLVWLFVSUREOHPVLQWKHUHDOVHFWRU7KH
PDLQPHVVDJHRI WKLV SDSHU LV WKDW UHJLRQDO RU QDWLRQDO JRYHUQPHQWV QHHG WR HVWDEOLVK D VHOIJRYHUQLQJ
IUDPHZRUNWKDWZRXOGEHDEOHRIFRQWLQXRXVO\LGHQWLI\LQJORJLVWLFVLVVXHVDQGRIILQGLQJVROXWLRQVRQWKH
FRPSDQ\FOXVWHUOHYHORURQWKHJRYHUQPHQWDOOHYHO7KHDGYDQWDJHRIWKHSURSRVHGSROLF\IUDPHZRUNLV
WKDWLWVHHNVWRLQYROYHDOOWKHUHOHYDQWVWDNHKROGHUVLQWKHORJLVWLFVSURFHVVHVLQDQRUJDQL]HGZD\DLPLQJ
WRILQGUHOHYDQWVROXWLRQV6SHFLDOHPSKDVLVLVJLYHQWRWKHQHHGVDQGSUREOHPVRIWKHUHDOVHFWRU
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:KLOH FHUWDLQ ILQDQFLDO RU ILVFDO PHDVXUHV PD\ KHOS LQ UHPHG\LQJ WKH VLWXDWLRQ WKH RQO\ XQLYHUVDO
UHVSRQVH LV WKH VWUHQJWKHQLQJ RI WKH VXSSRUW HQYLURQPHQW 7KHPDLQ EXLOGLQJ EORFNV RI VXFK D VXSSRUW
HQYLURQPHQWDUHWKH/RJLVWLFV&RPSHWHQFH&HQWUHVZKLFKSURYLGHFRQVWDQWVXSSRUWLQWKHVROYLQJRI
DOOFUXFLDO ORJLVWLFVSUREOHPV LQWKHUHJLRQVEXWDOVRFRQVXOWDQF\VHUYLFHVDQGEHVWSUDFWLFHWUDQVIHU
/RJLVWLFV )RUXPV ZKLFK SHULRGLFDOO\ EULQJ WRJHWKHU DOO WKH LPSRUWDQW ORJLVWLFV VWDNHKROGHUV LQ D
UHJLRQFRXQWU\ DQG JLYH ORJLVWLFV SROLF\ DFWLRQ UHFRPPHQGDWLRQV WR SROLF\PDNHUV DQG PHDVXUHV
ZKLFKDUHIRUPHGE\ORJLVWLFVSROLF\PDNHUVDFFRUGLQJWRWKHFXUUHQWQHHGVRIFRPSDQLHVDQGWKHORJLVWLFV
V\VWHPDVVXFK
5HIHUHQFHV
$PRV35HVSRQGLQJWRJOREDOORJLVWLFVWUHQGVZLWKD1DWLRQDO/RJLVWLFV6WUDWHJ\:RUOG%DQN
5HWULHYHGIURPKWWSVLWHUHVRXUFHVZRUOGEDQNRUJ,177+$,/$1'5HVRXUFHV
FGSBLQIUDJOREDOBWUHQGVBLQBWUDQVSRUWSGI>@

$XWRJUDWLRQ$VVLVWLQJ60(VWRSDUWLFLSDWHLQJOREDOGLJLWDOVXSSO\FKDLQVLQWKHDXWRPRWLYH
VHFWRU$YDLODEOHDWKWWSZZZDXWRJUDWLRQHX>@

$QWRQL$/RJLVWLFVVWUDWHJ\RIWKH+XQJDULDQJRYHUQPHQW0LQLVWU\RI(FRQRP\DQG7UDQVSRUW
RI+XQJDU\5HWULHYHGIURPKWWSZZZPIDJRYKX15UGRQO\UHV&%('$)')$%
)'')&3UHVHQWDWLRQBDBDQWRQLBKODSGI>@

%UDLWKZDLWH$8.)UHLJKW7UDQVSRUWVHWWLQJDFRKHUHQWVWUDWHJ\DQGGLUHFWLRQIRUDQG
EH\RQG/&3&RQVXOWLQJ/WG5HWULHYHGIURP
KWWSZZZSUHVVRQVKGFRPLPDJHVXSORDGVILOHV)XWXUHBRIBIUHLJKWBB:KLWHB3DSHUSGI>@

&$67/(+RZWRDGGUHVVORJLVWLFVZHDNQHVVHVLQ60(VWKURXJKUHJLRQDOSROLF\3URMHFW
'HOLYHUDEOH

&25(/2*5HSRUW9,±:3&25(/2*/RQJWHUP$FWLRQ3ODQ

)XJDWH%60HQW]HU-7DQG6WDQN73³/RJLVWLFV3HUIRUPDQFH(IILFLHQF\(IIHFWLYHQHVVDQG
'LIIHUHQWLDWLRQ-RXUQDORI%XVLQHVV/RJLVWLFV±

*U|KQ-)RUPXODWLRQRIORJLVWLFVSROLFLHV75$16)2580±UG)RUXP0HHWLQJ5HWULHYHGIURP
KWWSD]DQFRUSFRPLQGH[KWPO/RJLVWLF3ROLF\SGI>@

+DVKLP-,QIRUPDWLRQFRPPXQLFDWLRQWHFKQRORJ\,&7DGRSWLRQDPRQJ60(RZQHUVLQ
0DOD\VLD,QWHUQDWLRQDO-RXUQDORI%XVLQHVVDQG,QIRUPDWLRQ9RO1RSS

.$66(776³.QRZOHGJHHQDEOHG$FFHVVRI&HQWUDO(XURSH60(VWR(IILFLHQW7UDQVQDWLRQDO
7UDQVSRUW6ROXWLRQV´$YDLODEOHDWKWWSZZZNDVVHWWVHX>@

/DPEHUW'RXJODV0DQG5%XUGXURJOR³0HDVXULQJDQG6HOOLQJWKH9DOXHRI/RJLVWLFV´
,QWHUQDWLRQDO-RXUQDORI/RJLVWLFV0DQDJHPHQW9RO1RSS

0RUDVK($³6XSSO\FKDLQVWUDWHJLHVFDSDELOLWLHVDQGSHUIRUPDQFH´7UDQVSRUWDWLRQ-RXUQDO
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SS±

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2'(77(³*OREDO0DWHULDO0DQDJHPHQW2SHUDWLRQV*XLGHOLQHV/RJLVWLFV(YDOXDWLRQ´
$YDLODEOHDWKWWSVIRUXPRGHWWHRUJSXEOLFDWLRQVH[HFXWLYHVXPPDULHVORJLVWLFVFRS\BRIBH[HFXWLYH
VXPPDU\

2UJDQLVDWLRQIRU(FRQRPLF&RRSHUDWLRQDQG'HYHORSPHQW7UDQVSRUW/RJLVWLFV6KDUHGVROXWLRQV
WRFRPPRQFKDOOHQJHV5HWULHYHGIURP
KWWSZZZLQWHUQDWLRQDOWUDQVSRUWIRUXPRUJ3XESGI/RJLVWLFV(SGI>@

5RGULJXHV$OH[DQGUH0'RQDOG-%RZHUVR[DQG5RJHU-&DODQWRQH³(VWLPDWLRQRI*OREDO
DQG1DWLRQDO/RJLVWLFV([SHQGLWXUHV8SGDWH´-RXUQDORI%XVLQHVV/RJLVWLFV9RO1RSS±


6FKPLW]-3ODWWV.:6XSSOLHUORJLVWLFVSHUIRUPDQFHPHDVXUHPHQW,QGLFDWLRQVIURPDVWXG\LQ
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0D\

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
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